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Since late July, the World Bank and the US Agency for International Development (USAID)
have approved a total of nearly US$16 million in loans and donations to finance Bolivia's
privatization program, dubbed the "state capitalization plan" (plan de capitalizacion). Shortly after
President Gonzalo Sanchez de Lozada took office in August 1993, his administration launched the
capitalization plan, which officials described as an effort to attract an influx of private investment
capital to shore up the country's inefficient state industries.
In practice, however, the plan amounts to little more than an acceleration of the privatization
program begun under former president Jaime Paz Zamora in 1992, although with a few novel
innovations. Under the capitalization plan, the government will sell up to 50% of shares in the
government's six key companies, earning between US$2 billion and US$3 billion, according to
official estimates. Those six firms include the petroleum company Yacimientos Petroliferos Fiscales
Bolivianos (YPFB), the telecommunications enterprise Empresa Nacional de Telecomunicaciones
(ENTEL), the state electricity company Empresa Nacional de Energia Electrica (ENDE), the railroad
company Empresa Nacional de Ferrocarriles (ENFE), the state smelting firm Empresa Nacional de
Fundicion (ENAF), and the state airlines Lloyd Aereo Boliviano (LAB).
Part of the proceeds of those sales would be reinvested into the companies themselves in order to
"re-capitalize" those firms, according to spokespersons from the Bolivian embassy in Washington
interviewed by LADB. The remaining income would be channelled into social development
programs, although the percentages that are allotted for re- capitalization and for social spending
must be determined on an individual basis. The decision will largely depend on the amount needed
to cancel accumulated debt, plus other financial necessities in each of the firms sold. The remaining
50% of shares in each of the six companies will be distributed evenly among all Bolivians over 18
years of age through a special government pension fund set up for that purpose. Dividends from
those shares would be paid into the fund for each individual member, and would be awarded to
citizens at the time of retirement. The shares, however, could be freely bought and sold by Bolivians.
Since July, the capitalization plan has received much national and international attention, since
the government is seeking foreign aid to prepare the targeted companies for sale. On July 28,
the World Bank approved a US$14.7 million loan for the newly-formed Capitalization Ministry
(Ministerio de Capitalizacion) to finance preliminary measures that must be completed before the
firms can be placed on the auction block. Among other things, the funds will allow the Ministry to
prepare a complete study of the financial status of each of the firms, and then draw up a strategy for
privatization in each individual case. In addition, the government will prepare a series of proposed
legal reforms before privatizing the firms including new laws and regulations for each economic
sector affected since in most cases those enterprises are still protected by law as state monopolies.
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On Aug. 17, USAID also approved a US$1.226 million donation for the program. The donation
will finance five feasibility studies to assess foreign interest in bidding on the sale of the
telecommunications, electricty, and petroleum firms, plus the potential impact on the development
of those sectors once the companies are sold. The government is also negotiating approval of US$3
million in loans and donations from the French government and the Inter-American Development
Bank (IDB). And, the Andean Development Corporation (Corporacion Adina de Fomento, CAF) has
promised aid and technical assistance for the program.
"The capitalization program is a priority project for the CAF, since it will permit the Bolivian
government to decrease the size of the state bureaucracy while at the same time improve the
efficiency of public administration," said CAF president Enrique Garcia, who visited Bolivia in midJuly to discuss CAF assistance for the privatization process. "The capitalization scheme is now one of
the pillars attracting investment into Bolivia."
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